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Mason, Monte 

From: EHOil@aol.com

Sent: Tuesday, August 02, 2005 11:25 AM

To: Mason, Monte

Subject: Increase in royalty rates on state lands--NO!!!!!!!

Page 1 of 1

8/2/2005

Dear Mr. Mason,  
  
I am amazed that the great State of Montana in which I was born is once again trying to drive industry out of its borders.  The 
greed in this State is abysmal, especially under the auspices of the new Governor.   
  
Obviously, the powers to be in the HELENA, don't remember why the oil and gas industry left Montana over twenty years ago.  
Excessive taxation is the answer.  Back then there were severance and ad valorem taxes in excess of 25%.   
  
It has taken over the  twenty plus years to get industry to move back in.  This resurgence is evidenced in the activity in Richland 
County, Montana.  However, this play is limited in its scope and will play out in the near future--one to two year.  This is the time 
to get industry looking elsewhere in this State for development projects.  This is a time for incentives,not disincentives.   
  
Just a few years ago there were zero rigs running in this State and the State of North Dakota.   
  
I think it would be to Montana's benefit to avoid increasing fees, taxes, and royalty rates.   
  
One comment on the proposed increases in damage payments by oil and gas operators on State lands.  This is also a greedy 
position to take.  I believe that payments should  be equal to the actual value of the land on which wells or other activities are 
proposed.  Not some arbitrary figure put forth by the State of Montana based on perception of activity in other areas.   
  
As a royalty owner and oil and gas promoter, the increase in fees, taxes and royalties is a huge burden on me doing business in 
Montana.  You are taking away my ability to make economic deals in the industry.   
  
If Montana is concerned about revenues than I suggest that they look within their ranks and work to become more efficient and 
reduce the overhead associated with it.   
  
If you look around at the leasing activity throughout the Rocky Mountain states, the leasing activity has been prioritized with fee 
leases being acquired first, State lands second and Federal lands last.  This prioritization comes due to the ease and cost of 
doing business on the lands in question.   
  
The federal lands are everyones last resort to get leases because they come with tremendous burdens and ominous 
restrictions.  No one wants to deal with them unless totally necessary.  Please, don't put yourself and this State in that position.   
  
Thank you for your attention on these urgent matters.   
  
  
Sincerely,  
  
Eric H. Olsen 
Montana Native Resident 
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Mason, Monte

From: John Kemp Jr. [kemp@nemontel.net]

Sent: Monday, July 25, 2005 8:26 AM

To: Mason, Monte

Subject: Royalty rate increase

Page 1 of 1

7/26/2005

Dear DNR,

First of all please do not increase the royalty rates. I have been in the leasing business here in Eastern Montana for 24 years.
Most of us generating royalty for landowners are willing to buy a state lease because the royalty is low enough to take the risk.
So far few of the state leases we have bought have been productive. I have been buying fee leases at 12.5% to 15% royalty.
The advantage of the lower royalty is "when" and not "if" the well increases in water over Oil the margin of profit goes down, but
sometimes the operator can hang on, but the royalty never changes. If that royalty is too high the decision to plug the well and
move on is very easy. Then when Oil prices go up or down and the hole is plugged the loser is the Royalty owner who gets
nothing and probably never again gets a well on the lands.
Also, I have seen people speculate on State leases because of low bonuses and low royalty rates. They do this because they
don't have access to seismic data or good geologic information but are willing to get in a play or create one. Without this
enviornment there will be no leasing and thus no bonuses and defintely no production. If the State of Montana has a geologic
dept. who could determine known geologic areas that would have a good chance of production then holding out those lands for
lease at different rates would be warranted. You got to remember most lands here in montana do not produce oil or gas so if
you could have every acre leased every year you would be farther ahead economically.
Thank you for your time, John H. Kemp Jr., 406 765-1127

21



Mason, Monte

From: Don Kennedy [Don.Kennedy@farm-credit.com]

Sent: Friday, July 29, 2005 12:20 PM

To: Mason, Monte

Subject: Royalty Rate

Page 1 of 1Royalty Rate

7/29/2005

Monte Mason

Montana DNRC

Helena, MT

Mr. Mason:

I am responding to your 7/20/05 request for comments regarding raising the State's oil & gas lease royalty rate. Generally, I
believe it would hinder the exploration of Montana State minerals if a state-wide 1/6th royalty rate is established. There are too
many frontier areas where such a rate could retard development. You definitely do not want to negotiate the royalty rate on a
lease by lease basis. Therefore, I would suggest you establish the lease royalty rate on a county by county basis. Generally,
where there is exploration and production establish a higher royalty rate. The northern tier counties could handle a 15% royalty
and the Williston Basin counties could handle a 1/6th royalty rate.

I have managed the minerals owned by Farm Credit (the old Federal Land Bank) since 1976. I negotiate every lease, but I also
have minimum royalty rates for the various counties generally as outlined above. You want the royalty rate to be high enough to
provide additional revenue when there is production, but if the rate is so high that folks are not buying leases, there will not be
any revenue at all.

Sincerely,

Donald B Kennedy

Authorized Agent

Farm Credit Mineral Operations

509-340-5368

CONFIDENTIALITY NOTICE: This e-mail transmission may contain confidential information. This information is
solely for the use of the individual(s) or entity to whom or which it was intended. If you have received this email in
error, please immediately notify the sender by reply e-mail. Please delete this e-mail from your files if you are not the
intended recipient. Thank you for your compliance.
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AREA CODE 303

PHONE 220-7772

FAX 220-7773

J. C. THOMPSON FAMILY PARTNERSHIP LLP
7979 EAST TUFTS AVENUE PARKWAY, #815

DENVER, COLORADO 80237-2843

July 27, 2005

VIA E-MAIL

Monte Mason

Mineral Management Bureau Chief

MT Dept. of Natural Resources & Conservation

Helena, MT 59620-1601

RE: REQUEST FOR COMMENTS – OIL & GAS ROYALTY RATE REVIEW

Dear Mr. Mason:

This is written in response to the Montana DNRC request for comments regarding the Department’s

recent recommendation to increase oil and gas royalty rates on State school trust lands to 16.67 percent

from current rates of 12.5 percent and 13.0 percent for gas and oil, respectively. We are a small

independent natural gas producer with operations in the Rocky Mountain region and mineral rights

ownership throughout Montana. The company’s early success was a result of relationships built with

Montanans and wildcat drilling in the Williston Basin. As a result, Montana occupies a special place in

our hearts.

We wish to voice our strong opposition to the proposed increase in oil and gas royalty rates. It is true

that oil and gas prices have increased substantially over the past couple of years; however, prices are more

volatile than ever, and given past history, it is unlikely that prices will remain elevated for an extended

period of time. Recall that only two or three years ago, prices were the lowest they had been in decades.

Further, the dearth of available drilling rigs has driven up the costs of finding oil and gas to all-time highs.

The proposed increase of 33.4 percent in natural gas royalties (28.2 percent proposed increase on oil)

poses substantially more risks than rewards to the State of Montana for the following reasons:

1) At best, higher royalty rates would inhibit--and at worst, they would make impossible--further

exploration and development of key natural resources by small producers such as ourselves, who bring on

the majority of new production in Montana and throughout our great country. Lower production would

be disastrous, especially at a time of strategic national need to increase our country’s energy self-reliance.

2) Higher royalties would curtail the growth of high-paying jobs for Montanans because fewer companies

could afford to responsibly explore and develop our natural resources. More jobs with higher associated

compensation not only benefits the State’s overall economy, but also it especially helps its schools.

Clearly, the State needs more good jobs, not fewer of them.

I urge the Department to consider the short--as well as long-term--negative consequences of an increase

in royalty rates—the benefits in no way outweigh the risks to the State’s jobs and the nation’s energy

security.

Thank you for considering our comments.

Diane Thompson

J. C. Thompson Family Partnership LLLP

J. C. Thompson Operator, LLC

National Fuel Corporation
25
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Mason, Monte

From: Trent Sizemore [trent.lonewolf@mtintouch.net]

Sent: Friday, July 22, 2005 11:49 AM

To: Mason, Monte

Subject: Increased Royalty

Page 1 of 1

7/22/2005

I find it hard to understand sometimes why we have a tendency to reach out to take more from people when they start to do
better or come upon good times. How would it fly if the State should raise the rate of leases on farmers and ranchers because
we have a good grass or crop year. I think a linch mob would be at that meeting.

I am not adverse to being fair, but one reason the State leases command better prices for bonus consideration than Fee is
because of the fair royalty rate and the opportunity to still produce and explore in a marginal area. I am sure there are many
scenarios we could put up that would be in favor of the change which is proposed, but they are all being set on facts for the
moment. Lest we forget the crash in the 80's!!

As a landman and business owner in Montana I can tell you one thing about Montana's oil/gas business. Because of our tax
system and the way our State treats the energy business please remember the following: "Montana is the first place the
companies leave and the last place they come back to!!!

We have many opportunities here, but our overall atmosphere for energy is not as appealing compared to other states.

You must do what you think is right, but I will let you in on a secret an old timer in the oil business told me: "If times are great,
you better start preparing for the roller coaster ride down. The ride up is slow and gradual, but the ride down is hold on for your
life."

Respectfully,
Trent Sizemore
President
Lonewolf Energy, Inc.
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Mason, Monte

From: Colette Custer [colette@nemontel.net]

Sent: Friday, July 29, 2005 9:45 AM

To: Mason, Monte

Subject: Royalty Payments on State Land

Page 1 of 1

7/29/2005

As a royalty owner in the state, and after having recently negotiated an increased royalty percentage, I
strong urge raising the royalty payment on state lands to the proposed 16.7% or even higher. I am a
member of the Northeast Montana Land and Mineral Owners Association, I have received several
pieces of information from people in the Richland County area who are getting up to 20% royalty fees. I
doubt there is much concern from the oil companies since they are agreeing to this percentage, so I
can't imagine why the state should settle for less than what the private sector is getting. The state has
serious financial issues and this could only help.

Sincerely,

Colette J. Custer
115 Broadmore St
Plentywood, MT 59254
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Mason, Monte

From: Artha Groves [arthagroves@atlanticbb.net]
Sent: Wednesday, August 03, 2005 1:50 PM
To: Mason, Monte
Subject: Royalty payments on State-owned land

Dear Mr. Mason,

It has just come to my attention that the State of Montana 

receives a lower percentage royalty payment for oil pumped 

from State-owned land than private royalty owners get.  As 

a royalty owner myself, I have a hard time imagining why 

this would be so.  Are oil companies, that are reporting 

record profits these days, really unwilling to pay the 

State what they pay individuals in royalties?

Unless the State of Montana is awash in money (can that be 

true?) I strongly urge you to raise the royalty payment on 

state-owned land to the proposed 16.7%, if not more.  The 

State should certainly get what a private owner gets.

Sincerely,

Artha Groves

101 Cove Creek Road

Stevensville, MD 21666
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DEPARTMENT OF NATURAL RESOURCES & CONSERVATION

Date: __7/29/05_____ Time: ____X___ a.m. ________ p.m.

File No./Name: _____Royalty Rate Review - Comment____________________________

Contact: _______Dave Gulbraa_______________________________________________

Address: _______Sidney, Montana_____________________________________________

Phone: ___________________________________________________________________

RESULTS OF CONVERSATION OR DISCUSSION:

He was born in Wibaux, Montana and has worked in oil and gas industry most of his life, in

Texas, Montana, North Dakota and Wyoming. He also owns some mineral estate and has it

leased at 1/6
th

royalty. He believes the State royalty rate should be at 1/6
th

or higher, and

recommends 20% (1/5
th)

.

FOLLOW-UP ACTION REQUIRED? Yes _____ No _____

_________________________________________________________________ _________________

DNRC Employee Date
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Mason, Monte

From: Gary McCartney [mccartny@midrivers.com]

Sent: Wednesday, July 27, 2005 7:57 AM

To: Mason, Monte

Subject: Royalty Increase

Page 1 of 1

7/27/2005

Monte

I am not against the State increasing their royalty however I think it should be something like North Dakota - any land within a 3
mile radius of production is 1/6 the other is 1/8 - something like that.

McCartney Petroleum, Inc.
Gary D. McCartney, President
P.O.Box 1438
Sidney, MT 59270
406-488-7848
Fax: 406-433-7848
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Mason, Monte

From: Linda Nelson [lnelson@nemontel.net]
Sent: Wednesday, July 27, 2005 1:01 PM
To: Mason, Monte
Subject: raising royalty on state lands

Mr. Mason:

I fully support raising the royalty payment on state lands to the

proposed 16.7% if not more. As a member of the Northeast Montana Land

and Mineral Owners Association, I am aware that private mineral owners

in the Richland County area are currently negotiating royalty payments

as high as 20 percent. If oil companies are agreeing to pay this to

private owners, surely the state should not settle for a mere 13

percent. With the price of oil and gas being what it is, they can well

afford to pay this minor increase, and it certainly won't shut down

production. The state should not be settling for less than a private

owner gets.

Thanks for considering my opinion.

Roger Nelson
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O’TOOLE LAW FIRM
Attorneys at Law

209 North Main Street

P.O. Box 529

Plentywood, Montana 59254-0529

Loren J. O’Toole (406) 765-1630

Loren J. O’Toole II (Larry) Fax (406) 765-2945

Thomas J. Gaffney
E-mail

otoolelaw@yahoo.com

July 25, 2005

Mr. Monte Mason

Montana DNRC

Box 201601

Helena, MT 59620-1601

RE: Royalty Review

State of Montana Leases

Dear Monte:

I appreciate the opportunity to provide some suggestions

concerning royalty rates on State oil and gas leases.

Do I believe that royalty rates should be increased? The

answer is “yes”, but the rates should perhaps not be the same in

every county in Montana. Activity and the discovery of oil spur

the increase in royalty. It could be that a universal rate of

16.6667% would deter leasing in some areas. Certainly areas that

have been traditionally active can command the 1/6th royalty.

Areas that have not been active cannot.

A case in point is the Fort Peck Reservation. The Tribe

tried to go to a 25% royalty and leasing virtually ceased. The

Tribe has now reduced the royalty to a 1/6th on all leases. As

you are aware, the Fort Peck Reservation is in an active area in

Eastern Montana and has had considerable development.

There is some leasing in Sheridan County where the royalty

offered by the oil company is 1/8th and also some at 14% and 15%.

I comment on this so you will know that not all leases are at a

1/6th royalty.

VIA E-MAIL: mmason@mt.gov
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Mr. Monte Mason

July 25, 2005

Page Two

Although it might prove difficult, could there be some

method of bidding, “percentage of royalty along with a cash

bonus”. I do not have a practical suggestion on this but raise

the question in that I have seen leasing in Richland County at

18.75% and 20.00% royalty.

The State must proceed cautiously and continue to promote

the development of its natural resources while receiving the fair

share of royalty for the people of Montana.

If there is anything that I might be able to assist you

with, please feel free to call on my office.

Very Truly Yours,

Loren J. O’Toole

LJO/jf
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Mason, Monte

From: Linda, Gene, and Sarah Sentz [friends@3rivers.net]
Sent: Thursday, July 28, 2005 12:17 PM
To: Mason, Monte
Cc: Sexton, Mary
Subject: Royalty rate increase on O&G leases

Folks,

Regarding the proposed royalty rate increase on oil and gas leases on

state school trust lands:

It's the right thing to do. Go for it.

Gene Sentz

PO Box 763

Choteau, MT 59422
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Mason, Monte

From: TJKOIL@aol.com

Sent: Friday, July 22, 2005 4:10 PM

To: Mason, Monte

Subject: RE: Royalty Rate Comment

Page 1 of 1

7/22/2005

Dear Monte:

As a resident of the State of Montana and a Landman active in the oil and gas industry, I am please to see that the State is
considering the increase in royalty rates for oil and gas leases to 1/6th. This is more in line with royalty rates offered mineral
owners in drilling and producing areas of the State.

In conjunction with the royalty rate increase I would like to see the State do away with the required annual rentals on producing
leases. The lessee should not be required to pay the rental under a producing lease if the lease at least meets the minimum
rental payment, as the Federal leases require.

I would still like to see royalty rates on "rank wildcat" (not actively leased or explored) lands given a basic royalty rate of 1/8th.
Wyoming has implemented this strategy.

Whatever happens with the royalty rates, the State is still faced with the fact that Montana is not a welcome place for the oil and
gas industry. An increase in future royalty rates may be perceived as a revenue generator, but unless industry is allowed
reasonable exploration and development opportunities in Montana, we will see no new revenue no matter what royalty rate is
established. 1/6th of nothing is still nothing.

Thank you for allowing my comment.

Tim J. Keating
P.O. Box 50715
Billings, MT 59105
Phone: 800-324-7507
Fax: 406-256-3757
tjkoil@aol.com
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